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ABSTRACT 
WUhin a grawty modelframework, this study wlil examine Ihe relationship 
betwe~n PDf (Foreign Direct investment) and trade (expon~import) ;n Indonesia, 
using pane' data jor }5 countries for the period 1988M 2002. The empirical 
methodology make use of GrangeN:ausalily test 10 determ;ne the direction of 
causality hetw'een foDI-trade and .')eemingfy Unrelated RegressIOn (SUR) to 
estimate the gravity model. Thi!: result ofthis sludyffJUJ1d the existence ofpositive 
relatIOnship ronnmg/rom FDJ 10 trade In Indonesia, 
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